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Executive Summary
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Egypt's abundant historical and cultural her-
itage is echoed in the production of a variety
of handicrafts throughout the whole coun-
try. The Egyptian handicrafts sector employs
around two million men and women (MTI,
2018) . While Egyptian handicrafts have a
lot of potential, the sector faces numerous
challenges. Artisans face challenges relat-
ed to the access to financial resources and
raw materials, access to markets especially
international ones, access to marketing op-
portunities, access to technical know-how,
among others. Whilst handicrafts production
is mostly cluster-based in Egypt, it is highly
informal. One of the direst challenges facing
handicrafts clusters in Egypt is the lack of
clarity on the roles and mandates of the vari-
ous stakeholders working in the sector.

The stakeholder analysis revealed the most
significant players in the handicrafts sector
in the government and private sectors at the
central and decentralized level, among which
are the Micro, Small and Medium Enterprise
Development Agency (MSMEDA), the Minis-
try of Local Development (MLD), the Industri-
al Modernization Center (IMC), the Chamber
of Handicrafts as well as the Egyptian Handi-
crafts Export Council (EHEC). The objective of
this policy paper is to develop an institutional
framework that organizes the roles and man-
dates of the above-mentioned stakeholders,
that coordinates between them and ensures
coherence of their activities, that promotes
cluster development, capitalizes on local
know-how and establishes local economic
growth opportunities. This policy paper pro-
poses three policy alternatives that aim at
developing a coherent institutional frame-
work for handicrafts clusters:

1. The first alternative proposes the estab-
lishment of a national handicrafts cluster
steering committee which is led by the
Prime Minister.

2. The second alternative is decentralized
and proposes the establishment of Local
Handicrafts Clusters Platforms led by the
Ministry of Local Development.

3. The third alternative proposes the estab-
lishment of a national council for handi-
crafts in Egypt.

The paper recommends a hybrid of the first
and second alternative. At the national level,
the establishment of a national handicrafts
cluster steering committee is proposed. For
this committee to be accepted and to be able
to assume the role of facilitation between the
various stakeholders, it is imperative for it to
be headed by the Prime Minister. This strate-
gic committee would include members from
significant ministries - such as the primary
stakeholders mentioned above. To ensure
a horizontal multi-stakeholder dialogue be-
tween the public and private sectors at the
central and operational level, an executive
committee would be established.

This committee should also be led by the
MSMEDA. However, it would include the
numerous stakeholders working on the de-
velopment of the handicrafts clusters at the
national level. For this reason, the proposed
model is complemented by the Handicrafts
Cluster Platform (HCP) which

are presided by the governors in each gover-
norate. These would represent the local dia-
logue platforms. This way, the model ensures
the coordination at all levels as well as the fo-
cus on region-specific needs and issues. The
proposed model is the most politically feasi-
ble and effective model.

Implementation should be phased out start-
ing with governorates in Upper Egypt to capi-
talize on the Upper Egypt Local Development
Program. At the national level, a ministerial
steering committee will be formed to guide
the policies, while at the executive level a
committee will be

established to work on the strategies and ac-
tion plans. At the local level, implementation
will take place through the Handicrafts Clus-
ters Platform which will be operating under
the Governor’s office.
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Background
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The handicrafts sector is a long-standing sec-
tor in Egypt which goes back to the phara-
onic era. Egyptian handicrafts producers are
prominent in the weaving of linen, wool and
silk especially since the garment industry de-
pends on locally produced agricultural inputs
which are available in the country. Neverthe-
less, the sector “is not sufficiently in the pic-
ture of handicrafts in the world” (Abdelaziz,
El-Enbaby, Zhang, & Breisinger, 2018). Aside
from the importance of exporting handi-
crafts, now that the tourism sector in Egypt is
starting to recover, handicrafts should play a
bigger role in boosting economic growth (Ab-
delaziz, El-Enbaby, Zhang, & Breisinger, 2018).

The sector faces several challenges in Egypt,
among which is the danger of extinction, the
loss of craftsmen, the migration of the newer
generations to urban areas as well as

mass production of handicrafts (Abdelrazik,
2018). Most of the efforts to support the
handicrafts sector undertaken by the Egyp-
tian government or the international commu-
nity are scattered. Although there are several
programs at the national level, most of them
are ad hoc and do not provide a sustainable
solution to the challenges facing handicrafts
producers in Egypt (Abdelrazik, 2018). More-
over, artisans and producers mainly work
informally and do not have the necessary
competencies and tools to establish or run
a formal business. In Egypt, most handicrafts
are organized in natural organic clusters (Ab-
delrazik, 2018).

Clusters are defined as the “geographic con-
centrations of interconnected companies,
specialized, service providers, and associ-
ated institutions in a particular field that
are present in a nation or region” (Chapain,
2010). The methodology of cluster develop-
ment is based on providing a full value-chain
of a certain industry. It targets creating and/
or importing all essential players working on
the cluster in the same geographical loca-
tion. The government should have an essen-
tial role in the development of such clusters
to ensure their efficient operation
(Chapain,2010).

During the clustering process, the govern-
ment usually provides the essential techno-
logical knowhow and facilitates possible in-
novation opportunities. Additionally, for the
clusters’ growth policy, there must be a strat-
egy for linking micro-, small and medium en-
terprises (MSMEs) across borders. Moreover,
the export strategy should be aligned with
the needs of these firms and serve the pur-
pose of the cluster and to help ovecome pos-
sible barriers (Akerlof, 1970; Gereffi, 2011).
Evidence shows that clustering is considered
as a solution for the fragmentation problems
which enhance firms' efficiency and help
them achieve economies of scale. In devel-
oping countries, clusters are mostly labor in-
tensive, and they work with small-scale tech-
nology.

Clusters also solve the problem of the high
transaction costs between suppliers, manu-
facturers, and traders (Akerlof, 1970; Gereffi
& Stark, 2011).

There are two types of clusters in Egypt: in-
dustrial zones and organic clusters. While
the government supports industrial zones,
which are spatially located in a planned area,
organic clusters are traditionally developed
without government support (El Baradei,
2010). Egypt has 145 organic productive clus-
ters which are sub-divided into nine manu-
facturing and handicrafts subsectors. Handi-
crafts clusters are among the most important
types of organic clusters. Indeed, among the
145 organic clusters, there are 91 handi-
crafts clusters (Abdelaziz, EI-Enbaby, Zhang,
& Breisinger, 2018). Along with agribusiness
and furniture, the handicrafts sector is iden-
tified as one of the most promising sectors
generating employment in Egypt (Abdelaziz,
El-Enbaby, Zhang, & Breisinger, 2018). This is
due to several reasons, most importantly is
that the handicrafts sector is labor intensive,
scalable, and well-established in Egypt.

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 4




Background

The Egyptian government has recognized
the importance of organic clusters in early
2003/2004 when it developed a policy frame-
work for the enhancement of Small and Me-
dium Enterprises (SMEs) (MSMEDA, 2018).
Several policymakers and development orga-
nizations have established projects targeting
clusters, especially organic ones, ever since.
Additionally, the development of organic clus-
ters is included in Egypt’s Sustainable Devel-
opment Strategy 2030 (Ministry of Planning,
Monitoring and Administrative Reform). On
the other hand, most efforts targeting handi-

THE PUBLIC POLICY HUB

crafts clusters are fragmented and therefore,
have minimal impact on cluster develop-
ment. There are often overlapping mandates
between the different stakeholders which
exacerbates tensions between them.
Considering the country’s increasingly fa-
vorable economic environment, an oppor-
tunity presents itself to revitalize clusters in
the country by taking a cluster-based devel-
opment approach for the handicrafts sector
and by re-thinking the institutional frame-
work of the handicrafts clusters (Abdelaziz,
El-Enbaby, Zhang, & Breisinger, 2018).

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 5




Problem Statement
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Despite the potential of Egypt’s organic clus-
ters to contribute to the national economy,
the clusters’ lack of consistent and coherent
institutional framework, their informality and
fragmentation present some of the main ob-
stacles to fulfilling their full potential.

This policy paper aims to provide a frame-
work for the institutionalization of the hand-
icrafts clusters. Not only would an enabling
environment, an institutional framework
and more organized partnerships between
business, central and local government help
Egypt's clusters reach their potential, be-
come collectively efficient, but they can also
contribute to their international competitive-
ness. This way, the government can fully uti-
lize the potential of the sector and provide
local economic growth opportunities for the
artisans to enhance their socio-economic
status.

The importance of focusing on the handi-
crafts clusters stems from the opportunities
they present. By institutionalizing the sector,
producers can be supported in a more rig-
orous manner, their technical capacities can
be improved, and their activities can be inte-
grated into the formal value chain. This way,
producers can enhance their operations,
produce better quality goods, and offer job
opportunities to skilled workers. By allowing
MSMEs to grow, Egypt's economic growth
and competitiveness can be boosted signifi-
cantly.

The informants interviewed for this policy
paper' elaborated on the numerous chal-
lenges facing handicrafts producers as well
as handicrafts clusters in Egypt. Among the
obstacles related to the producers is the low
quality of products, lack of access to financial
resources and marketing opportunities, the
lack of access to market tastes, the export
market, fair trade, technical skills as well as
to raw materials. The handicrafts clusters do
not have a clear governance system.

Most informants reiterated that there are no
clearly defined mandates, roles and respon-
sibilities for the diverse and various stake-
holders engaged in the handicrafts sector in
Egypt. Not only does this create tension be-
tween the different stakeholders, but it wors-
ens coordination and collaboration efforts.
Furthermore, as previously mentioned, most
clusters are informal and must operate un-
der circumstances of inadequate infrastruc-
ture and resources (MSMEDA, 2018). In addi-
tion, handicrafts clusters are neither clearly
defined nor represented at the local and the
central levels. While the challenges related to
the handicrafts clusters in Egypt are numer-
ous and diverse, they mostly center around
the coordination and the organization of the
support to be provided to the clusters. There-
fore, the focus of this study is on the institu-
tional framework of the handicrafts’ clusters
in Egypt.

At present, there is a lot of potential linked to
the improvement of the institutional frame-
work of the handicrafts clusters . This is most-
ly since the current Egyptian government
shows the political will to develop the sector
to enhance the producer’'s socio-economic
status and contribute to local economic de-
velopment. Indeed, in 2020, President Abdel-
fattah El-Sisi established a handicrafts exhi-
bition named Torathna which sheds light on
the importance of the sector to the current
Egyptian government (World Bank, 2016).
Moreover, according to the president of the
Handicrafts chamber in the Federation of
Egyptian industries, Mosaad Omran, the in-
vestments in the handicrafts sector amount-
ed to EGP 20 million in 2019 (Samir, 2020).

In addition, another opportunity presents it-
self with the issuance of the new law on the
development of small and medium enter-
prises. Under the supervision of the Prime
Minister, the Micro, Small and Medium

"' To assess the challenges facing the handicrafts clusters in Egypt, the authors of this policy paper have conducted in-depth, semi-structured
phone interviews with representatives from the Ministry of Local Development, the chamber of handicrafts, the export chamber as well as
a consultancy firm that has worked on the strategy of cluster development in Egypt.
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Problem Statement

Enterprises Development Agency (MSMEDA)
is responsible for the implementation of the
new SMEs law. Since the executive regula-
tions of the law have not been put forth yet,
there is still a chance for the handicrafts clus-
ters to become an integral part of the legal
framework.

Furthermore, the president has stressed on
the importance of empowering the MSMEs
and facilitating the ecosystems on different
levels including providing units in the avail-
able clusters or industrial zones (World Bank,
2016). In 2018, MSMEDA has developed a
strategy for organic clusters that is focused
on the development of the sector through
handicrafts (MSMEDA, 2018).

The strategy needs to be complemented on a
higher policy as well as with a strategy that il-
lustrates the implementation framework and
the programs and projects to be implement-

Stakeholder Analysis

As previously elaborated, the handicrafts
sector is a field which involves a number of
diverse key players. These stakeholders rep-
resent the public and private sectors, donor,
and development organizations as well as
Non-Governmental Organizations (NGOSs)
both at the centralized and the decentralized
levels. This section describes the roles of the
different stakeholders within the handicrafts
sector.

While the illustrations in this section com-
bine both readings from secondary resourc-

THE PUBLIC POLICY HUB

ed henceforth. This can also enable the pro-
grams done by MSMEDA, where in the past
5 years the MSMEs including the Handicrafts
sector were supported by 28 Billion Egyptian
pounds.

The support they provide includes planning,
marketing, among other business develop-
ment processes (Almalnews, 2020). Every
year several exhibitions take place at the na-
tional and international levels to reinforce
the market; in 2019 the MSMEDA organized
203 exhibitions including huge number hand-
icrafts artisans and MSMEs (MSMEDA, 2018).
As discussed, the handicrafts clusters stake-
holders are hugely spread and diversified,
the next section aims at describing and an-
alyzing the significance of the most relevant
stakeholders.

es in addition to accounts by the informants,
the landscape of handicrafts in Egypt is scat-
tered, and hence, as far as the authors are
concerned, this list is comprehensive of most
of the entities that are affected by or affecting
this sector in Egypt. Table 1 depicts the main
stakeholders engaged in the handicrafts sec-
tor in Egypt.

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 7
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Stakeholder Analysis

Table 1: Stakeholder map - handicrafts clusters in Egypt.

Governmental Organizations

Micro, Small and Most businesses operating in the handicrafts sector are
Medium Enterprise considered MSMEs. The MSMEDA was established by
Development Agency a Prime Minister decree. The agency is the main gov-

ernmental entity mandated with the development of
MSMEs in Egypt.

Its main objective is developing a conducive business envi-
ronment for the growth of MSMEs. The MSMEDA operates
an extensive network all over Egypt, with presence in 33
governorates through its regional branches and one-stop-
shops. With directives from senior leadership in Egypt,
the MSMEDA has a special focus on the handicrafts sector
through organizing Torathna -our heritage- exhibition, which
is the largest exhibition of its kind in Egypt. Realizing that ac-
cess to markets is one of the challenges facing these small,
informal businesses, Torathna enables the largest number
of project owners from all over Egypt to exhibit their work
(Mounir, 2020).

Ministry of Social Solidarity Part of the MoSS’ strategy is the development of the handi-
(MoSS) crafts sector through cooperation with other governmental
organizations, NGOs and the private sector. The ministry or-
ganizes the Artisans Design Fair to promote Egypt's crafts-
manship. Through a partnership with AlexBank, the MoSS
initiated a program to offer financial and technical assistance
to more than 20,000 craftsmen (ALEXBANK, 2018).

Ministry of Local The MoLD is mandated with coordinating various efforts be-
Development (MOLD) tween all different stakeholders working on developing local
communities and local administration units in all governor-
ates. The MolLD is also responsible for providing infrastruc-
ture development and facilities needed for cluster develop-
ment. Additionally, they are the mandated entity for offering
operating licenses.

Ministry of International The MOIC is mandated with strengthening economic cooper-
Cooperation (MOIC) ation and multilateral engagements between Egypt and other
countries. The ministry is responsible for following up on na-
tional agencies benefiting from foreign financing. The MOIC
has an overview about the work of all donors and develop-
ment organizations working in different sectors (MOIC, 2021).

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 8
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Stakeholder Analysis

Ministry of Planning and The MPED’s mandate includes setting the overall objectives
Economic Development or economic development in Egypt in addition to proposing
(MPED) relevant economic policies. In cooperation with other minis-

tries and stakeholders, the MPED leads the development of
sectoral and geographic strategies.

Ministry of Trade & Industry The MTI is mandated with increasing annual industrial
(MTI) growth, increasing MSMEs contribution to the gross domes-
tic product, increasing exports, enhancing institutional de-
velopment and creating job opportunities (MTI, 2021). The
ministry can support the handicrafts cluster through its af-
filiate organizations below, among which are the IMC, EHEC
and Chamber of Handicrafts Industry.

Industrial Modernization In a bid to develop, promote and sustain Egyptian heritage
Center (IMC) through Egyptian handicrafts, the IMC established Creative
Egypt. Creative Egypt is the first registered trademark for
handicrafts and offers the sector a permanent showroom
displaying the largest collection of products sourced from
140 Egyptian suppliers working in more than 17 product
lines such as leather, pottery and carpets (Creative Egypt,
2021).

Semi-governmental Entities and the Private Sector

Egyptian Handicrafts Export The EHEC is an independent entity established by Minis-
Council (EHEQ) terial decree by MTI to support the handicrafts sector in
Egypt. The council's main objective is to support local Egyp-
tian producers in competing on the international level. The
EHEC supports the handicrafts sector through developing
the technical capabilities of the local producers to meet the
tastes of the international market. It also offers export op-
portunities and assistance in locating and joining interna-
tional trade fairs and exhibitions.

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 9
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Stakeholder Analysis

Industrial Chamber of Handicrafts

Established by Ministerial Resolution 964 of 2015, the
chamber is part of the federation of Egyptian industries
and is mandated with representing businesses operating
in the handicrafts sector. The main role of the chamber
is raising the technical capabilities of the producers
and ensuring sustainability of craftsmanship in Egypt
(Mohamed, 2020).

ALEXBANK

Ebda3 Men Masr - Innovation made in Egypt- is an ini-
tiative launched by ALEXBANK as part of their corporate
social responsibility with the main aim of promoting de-
veloping and sustaining the Egyptian handicrafts sector.
The initiative involves sponsoring local exhibitions like
the Festival of Tunis Village in Fayoum, forming partner-
ships to develop training, capacity building and export
opportunities (ALEXBANK, 2016)

Development Organizations and Donors

OPEC Fund for International
Development

World Bank

African Development Bank
Arab Fund for Economic and
Social Development

German Development Agency

Development organizations support the
Egypt Sustainable Development Strategy
2030 through offering either loans or grants
programs to provide technical/non-technical
projects that support handicrafts cluster de-
velopment (MOIC, 2021).

Non-Governmental Organizations

The Egyptian Network for
Integrated Development (El-
Nidaa)

El-Nidaa supports the sector through train-
ing and workshops especially in Upper Egypt
focusing on women and youth (ALEXBANK,
2016).

Fair Trade Egypt (FTE)

FTE plays a crucial role as it aims to empower
artisans, acts as a link between producers
and buyers and showcases handicrafts at a
fair price to ensure fair wages and a healthy
trade environment (Mounir, 2020).

Source: Authors

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt




THE PUBLIC POLICY HUB

This Stakeholder mapping highlights three core functions of key stakeholders (Zimmermann

& Maennling, 2007):

Legitimacy: This function of stakeholders is
based on the institutional position, ascribed,
or acquired rights (those given by law), or the
duties being undertaken by or through pub-
lic consent.

Resources could be intangible like knowl-
edge, expertise and capabilities or ma-
terial resources which enable the key

stakeholder in having a strong influ-
ence on the subject matter or manag-
ing and monitoring access to resources.

Networking stipulates the number and qual-
ity of relationship to other actors who are un-
der obligation to or dependent on stakehold-
ers.

Alexbank
Stakeholders S1 .

. IMC Stakeholders with
with strong control over resources
legitimacy

S2 MOIC
MSMEDA
S4 S3 Donors
MOLD EHEC

Strongly

networked

stakeholders
NGOs

S1: Stakeholders with control over essential
resources and strong legitimacy

S2: Stakeholders with strong legitimacy and
control over resources and strong connec-
tions

S3: Stakeholders with resources and strong
networks

S4: Stakeholders with strong legitimacy and
strong connections

Figure 1: Stakeholder Analysis - Identifying key stakeholders in the handicrafts sector in Egypt
Source: Authors based on (Zimmermann & Maennling, 2007)
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Stakeholder Analysis

According to Figure 1, stakeholders from S1
to S4 are the ones who have at least two im-
portant functions. Hence, the following is the
segmentation of stakeholders that describes
the stakeholders in the handicrafts sector in

Egypt.

S1: The IMC enjoys both essential technical
resources and has strong legitimacy as it is
one of the affiliate organizations of MTI.

S2: The MSMEDA has a strong legitimacy as it
is mandated with the development of MSMEs
in Egypt along different sectors especially the
handicrafts sector. Moreover, the agency is
strongly connected as it is affiliated with the
MTI, and it has a strong network within the
governorate. The MSMEDA provides tech-
nical assistance and microfinance loans to
small and medium enterprises.

S3:Boththe EHEC and the Industrial Chamber
for Handicrafts have the technical resources

International Experiences

Clusters and clusters development, espe-
cially industrial clusters have been studied
for decades. Handicrafts artisans were usu-
ally clustered by nature due to their depen-
dence initially on household manufacturing
units (Sarkar & Banerjee, 2007). There are
two types of models when it comes to clus-
ter development: a liberal and a dirigiste, or
continental model (Zakharova, Prokhorova,
Shutilov, & Klochko, 2015). The liberal mod-
el provides the framework for the clusters to
self-organize themselves whilst the dirigiste
or the continental one is characterized by
more involvement of the government includ-
ing direct investments undertaken by the
government to offset the low investment in
the sectors or areas that need development
(Zakharova, Prokhorova, Shutilov, & Klochko,
2015). Countries that implement the liberal
model are for instance the U.S., the UK, Aus-
tralia, Canada and as to the dirigiste policies,
countries that implement it include Austria,

THE PUBLIC POLICY HUB

to develop the production, marketing, and
access to markets for the artisans. They also
have strong ties to the local producers and
international markets.

S4: The MOLD has a strong legitimacy as it is
the ministry which mandates local economic
growth opportunities.

Stakeholders from S1 to S4 should be treat-
ed as the main players affecting the devel-
opment of the handicrafts cluster in Egypt.
Thus, any efforts for institutional develop-
ment should include them as key focal points.

The next part of the policy paper briefly de-
scribes governmental efforts in India as well
as two models of cluster development. These
international experiences, together with the
accounts of the interviewees, helped frame
the policy alternatives presented in this pol-

icy paper.

Germany, India, Singapore, Sweden, South
Korea, France, and Japan (Zakharova, Prok-
horova, Shutilov, & Klochko, 2015). While
Egypt has not adopted a specific cluster de-
velopment policy, based on the accounts
of the informants, it can be deduced that
Egypt's approach is closer to the continental
model than the liberal one.

One of the most successful experiences of
cluster development is India. The country has
a long history in handicrafts cluster develop-
ment as it contributes highly to the employ-
ment and local economic development (Deb
& Dey, 2016). India started working on clus-
ter development at a national level in the late
1980's (Deb & Dey, 2016). It adopted the UNI-
DO'’s cluster development approach (Abdin &
Rahman, 2015). Through a phased approach,
it started with the handicrafts handloom sec-
tor, introducing policy changes for guidance
and direction, (Deb & Dey, 2016).
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The development was supported by in-

ternational agencies which started im-
plementing programs for cluster de-
velopment based on India’s direction.

Currently, India has more than 10,000 indus-
trial clusters of which 2780 are handicrafts
clusters and 594 for handlooms (Deb & Dey,
2016). India’s experience shows that devel-
oping countries often need the intervention
of the government to re-organize and de-
velop the sector through a general direction
and not a fixed approach (Deb & Dey, 2016).

One example is Moradabad in India, a region
famous for its intensified handicrafts cluster

Policy Alternatives

The policy alternatives proposed here all cen-
ter around the establishment of a well-coor-
dinated, coherent, and sustainable institu-
tional framework for the handicrafts clusters
which can receive buy-in from the many and
diverse stakeholders who are active in the
field. All alternatives focus on the involve-
ment of the private sector which, however,
is coordinated and facilitated by the gov-
ernment. Within the context of the handi-
crafts sector, a sector which involves many
players and where the division of roles and
mandates is not clear, the establishment of
a clearly divided institutional framework is
crucial. To select the most effective alterna-
tive for the problem and its many facets, the
following criteria are selected. This section
is predominantly based on Caputo (2013).

A. Effectiveness refers to the likelihood
of achieving policy objectives. This cri-
terion delves into the causal relation-
ship between anticipated outcomes
with policy goals. It asks the question of
whether the policy objectives would be
met if the policy alternative is adopted.

B. Equity concerns the equitable distribu-
tion of a policy's costs, benefits, and risks

development within the last decade. Handi-
crafts clusters supported the handicrafts sec-
tor including not only product development
but also institutional and market develop-
ment efforts (Venkataramanaiah & Kumar,
2011) The producers and artisans in the area
reported many improvements and income
increase due to these efforts (Venkatarama-
naiah & Kumar, 2011).

The following policy alternatives are built
to a large extent on the Indian model as
well as the continental approach towards
cluster development.

across a population>s sub-groups. This
criterion highlights the importance of
the winners and losers of policy options.

C. Political feasibility tackles the issue of
whether the policy alternative would be
supported by the elected officials. Politi-
cal feasibility often varies with the chang-
es of the policy agenda, the relation-
ships between the actors as well as their
sense of ownership to the policy issue.

D. Technical feasibility refers to the exis-
tence of the necessary technical know-
how to implement the policy option.

E. Financial feasibility tackles the availability
and sustainability of the necessary finan-
cial resources for the implementation of
the policy alternative. This criterion also
highlights the importance of cost efficiency.
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When creating the policy alternatives, it became
obvious that there are themes which must be
included in any alternative to be considered

Capacity Building

+ Allpolicy alternatives necessitate the capacity development of the actorsin the sector starting
fromthe producerstothe governmental employeesinvolvedin cluster development.

THE PUBLIC POLICY HUB

for this policy problem. These cross-cutting
themes can be summed up as follows:

Technological Development and know-how

* There is a need to implement developments in the techologies transferring innovative
production ways and newest trends and know-how.

Private Sector Engagement

* There is a need to implement developments in the techologies transferring innovative
production ways and newest trends and know-how.

Turning to the policy alternatives, the three
policy alternatives are presented using the
five criteria described above.

1.Establishing a national handicrafts clus-
ters steering committee, led by the Prime
Minister

This policy alternative proposes the estab-
lishment of a handicrafts cluster steering
committee at the central level led by and re-
porting to the Prime Minister (PM). Members
are appointed by the PM; non-member in-
stitutions can also partake in the committee
upon invitation when the need arises. The
committee will be supported by a Technical Sec-
retariat coordinated by MSMEDA.

The main role of the committee is steering
and coordinating all efforts for the develop-
ment of the handicrafts’ clusters. The mem-
bers of the committee include the MOLD, the
MOIC, the MPED, the MTI, the MoSS and the
MSMEDA. The roles of the different stake-
holders in this ministerial committee will be
described as follows:

¢MOLD

Since clusters, by definition, are based on
geographical proximity, and built on the
strengths of existing local communities (Ab-
delaziz et al, 2018), and given their local in-
formational advantage, the MOLD would be
the main representative of all local-level ini-
tiatives.

¢ MOIC

The MOICis always fully aware of the activities
of development organizations in Egypt. Rep-
resentation of the MOIC in the steering com-
mittee is essential as it can coordinate and
provide information about all donor-funded
programs targeting the handicrafts sector in
Egypt. The ministry can also negotiate and
mobilize funds for the development of the
handicrafts cluster in Egypt according to the
strategy developed by the steering commit-
tee.
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¢ MPED

The MPED would be responsible for setting
an overall strategy for the sector in coordi-
nation with all other ministries, in addition to
establishing economic development indica-
tors per sector and geographic area for the
handicrafts cluster. In addition, the MPED
should align the committee’s activities to-
wards achieving Egypt's Sustainable Devel-
opment Strategy 2030.

O MTI

The MTl is the technical backbone of the com-
mittee as it oversees the main organizations
responsible for the technical development
of the sector including IMC, EHEC and the in-
dustrial chamber for handicrafts.

¢ MoSS

The MoSS oversees and regulates the work
of NGOs in Egypt. Through the committee,
the MOSS would coordinate the work of the
NGOs for the development of handicrafts
clusters.

¢ MSMEDA (Technical Secretariat)
The MSMEDA would be responsible for the

Technical Secretariat of the steering commit-
tee. The MSMEDA is chosen for several rea-

THE PUBLIC POLICY HUB

sons, as shown in the stakeholder analysis,
it has strong legitimacy, access to resources
and a strong network. In addition to that, its
annual exhibition for handicrafts Torathna
has gained political support from all stake-
holders, especially as it was inaugurated by
President Abdelfattah El Sisi.

The following are stakeholders who could be
invited to the steering committee:

* Ministry of Education and Technical Edu-
cation (MoETE):

Lack of skilled workers is one of the chal-
lenges facing the handicrafts sector, and the
MoETE can support in educating the work-
force and providing them with the necessary
skills, especially in the Technical Education
and Vocational Training sectors. This way,
the MOETE can support the sustainability of
craftsmanship in Egypt.

* Ministry of Tourism

The Ministry of Tourism plays an important
role in enhancing the visibility of the local
Egyptian handicrafts to tourists. The ministry
can facilitate local trade fairs and exhibitions
in touristic areas. In the following, this alter-
native will be assessed against the criteria il-
lustrated above.

 This proposition realizes the purpose of establishing an institutional framework for
collaboration and coordination of national efforts and therefore it is an effective alternative
that addresses the coordination problem.

+ This alternative ensures equity to some extent as it vows for representation of several relevant
stakeholders in the decision-making process. However, cluster representatives are not
represented in the steering committee which does not make it the most equitable alternative.
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Policy Alternatives

Political Feasibility

to the division of roles and mandates.

* The policy makers would accept this alternative as it strikes a balance between all relevant
actors, especially governmental ones. Moreover due to presidential focus and attention to
the development of the handicrafts sector, all relevant committee members are expected
to have a strong political will towards the issue. Moreover, since the committee is headed
by the Prime Minister, it is anticipated that the stakeholders would committ to it and adhere

Technical Feasibility

+ Technically, this alternative is feasible since all committee members have relevant expertise in
the handicrafts sector. Each of the committee members has a clear role which would make the
collaboration easier. Moreover, some of the comtmittee members are already collaborating
on different programs, for example the Upper Egypt Local Development Program (UELDP),
led by the MOLD, signed a memorandum of understanding with the MSMEDA and the IMC.

Financial Feasibility

mobilization of existing resources.

* Forming a steering committee does not rquire additional costs, as it is considered as a

2.Establishing Local Handicrafts Clusters
Platforms (HCPs), led by the MOLD

This alternative emerges from a supply-based
perspective in which empowering the local
government is the policy solution. Since the
MOLD is the authorized body to manage
local authorities with and facilitate local de-
centralization, this alternative operates as a
bottom-up approach that seeks embracing
solutions to clusters’ problems from local
units up to the central government.

This approach encompasses local and cen-
tral levels. Locally, the collection of the re-
quired data and the activities related to citi-
zen engagement would be undertaken at the
Handicrafts Clusters Platforms (HCPs). the
HCPs shall include employees form the local
government as well as representatives form
relevant stakeholders such as the MSMEDA,
the IMC, the EHEC etc. The data collected by
the HCPs would be analyzed and prepared
as input for market studies and value chain

analyses that would aid in local cluster de-
velopment. At the local level, the HCPs shall
effectively collect clusters with spatial char-
acteristics and geo-demographic alliances to
create comprehensive value chains based on
thorough market analysis. To implement the
intended analysis, the HCPs can employ rele-
vant consultants and can benefit from donor
programs. Most importantly, there must be
an adequate representation of the private
sector. Their mandate will be to create the
market path for clusters on regional and sec-
toral basis. These efforts should be guided
by a central unit under the authority of the
MOLD. Also, at the central level, the MOLD
will be encouraged to sign protocols with the
three main entities concerned with handi-
crafts clusters development (the IMC, Export
Council and the MSMEDA). These protocols
entail coordinating at the central level and
connecting the HCPs at the local levels with
the central level to guide policies and strate-
gies. Additionally, this alternative will capital-
ize on the work of the UELDP.
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This alternative is developed because a main  most fit to coordinate since it is the mandat-
factorin assessing cluster developmentisthe ed entity to work on local development and
spatial characteristic of each cluster and sec-  oversees governorates' resources. Therefore,
tor. Since the handicrafts sector is a geo-de- the MOLD is regarded as the umbrella for the
mographic based industry, the MOLD is the coordination of governorates’ activities.

Effectiveness

* This solution is partially effective in terms of bringing the local level on the top of solution.
However, it does not offer the clusters environment a coherent ecosystem with the inclusion
of the main stakeholders in the handicrafts sector. For example, it diminishes the role of
important ministries at the central level.

» This solution reinforces equity as it empowers the local economy, and it is based on a down-top
approach which entails representation of local producers. However, the alternative does not
include a full representation of other relevant stakeholders which weakens its equity aspect.

Political Feasibility

* This alternative is politically feasible as it goes along the lines of the government direction in
decentralizing cluster development and empowering governorates and local economies. This
is clearly seen in the UELDP which supports the decentralized directive (World Bank, 2016).
Accordingly, this alternative guarantees the political will to perform it.

Technical Feasibility

* Inorderto create an effective institutional framework for handicrafts clusters, this alternative
might not be the most technically viable. Although having the buy-in of governorates is a
great advantage, coordinating the clusters of handicrafts through a protocol which is not
fully binding for involved entities is challenging. It is very likely that the involved parties might
not act upon the protocol since it is not binding, especially if it does not seem beneficial for
the stakeholders. In addition, most informants highlighted that the MOLD has limited staff
capacities and thus, this solution might not be the easiest to implement given the technical
capacities of the ministries> staff. However, according to the informants working with the
MOLD, the ministry is currently working with high-caliber staff members and consultants
especially within the context of the UELDP.

Financial Feasibility

+ Although this alternative might be costly, it is feasible, especially since it will capitalize on
the work of the UELDP. The costs of this alternative are within the limits of the technical
studies and consultancy payments.
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3.Establishing the National Council for <+ Supporting the division of roles and re-

Handicrafts in Egypt sponsibilities among the different stake-
holders

This alternative stipulates the establishment + Coordinating and supporting the differ-
of a National Council under the supervision ent stakeholders to ensure the efficient
of the cabinet. The main objective of the development of the sector
council is the governance of the handicrafts <+ Reviewing and developing the legal
sector in Egypt. Thus, the council would be framework of cluster development
the focal entity for the handicrafts' clustersin  « Providing technical support for the local
Egypt. The National Council for Handicrafts economic units to empower them to-
in Egypt will be mandated to regulate and wards local handicrafts cluster develop-
coordinate the handicrafts sector in Egypt. ment
The main idea is to create a focal organiza- + Researching and analyzing the market
tion to increase the efficiency of the sector needs of the handicrafts sector
by combining the different roles fragmented -+ Developing nationwide strategies and
in different ministries and agencies into one plans for the development of handicrafts
council. The council would be modeled in a clusters
similar way to the National Council for Wom- + Providing capacity development activities
en (NCW, 2021). It will coordinate among to different stakeholders in the handicrafts
the different stakeholders including the pri- clusters
vate sector, thus, increasing the chances of + Supporting product innovation through
investments. In addition, one main working research and product design
area is the establishment and development « Exploring new internal market segments
of the national framework for cluster devel- for the handicrafts’ producers
opment. Different stakeholders will be repre- + Exploring and facilitating external and ex-
sented in the council and seconded either on port market opportunities for the handi-
part time or full-time basis to work and sup- crafts
port the council. This also ensures that these « Managing and suggesting new develop-
stakeholders can work together to guaran- ment programs for the handicrafts sector
tee a win-win situation for all actors involved. in Egypt
The main mandates and roles of the national + Coordinating with international donors on
council will be as follows: the handicrafts clusters in Egypt

+ Establishing permanent and seasonal ex-
hibitions for the handicraft producers

» The alternative is effective insofar as it re-organizes the sector and establishes a focal
organization for the coordination of efforts. This includes the prospected enhancement of
multi-stakeholder cooperation and distributing the mandates based on defined roles
and responsibilities.

* This alternative can enhance the equity in the sector since it provides a good representastion
of the different stakeholders in the board or as employees, ensuring that the voice of all
stakeholders is taken in consideration in the decision making process.
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Political Feasibility

new entities is not politically reccomended.

+ The general political environment goes against the establishment of new entities and hiring
new employees for the public sector. Hiring new employees requires a presedential decree
and as long as this task can be done by another organization/platform, the establishment of

Technical Feasibility

establishment of the council.

« From a technical perspective, the creation of new entities and organizations in the public
sector is timely and requires alot of effort and coordination. During the current phase of
the public sector reform in general, these resources might not be available to support the

Financial Feasibility

+ The financial resources needed to operate the council needs to be budgeted from the
ministry of finance. As per the economic situation, this is also costly and not feasible to
another entity that requires costs and will not generate income.

Policy Recommendation

In order to recommend a policy alternative
that attempts to overcome the challenges
facing the handicrafts clusters in Egypt, it is
crucial to choose the decision-rule based on
which the recommendation will be selected.
As previously discussed, and as illustrated by
most informants the most severe problem
facing the clusters is the lack of coordination
and coherence over the roles and the respon-
sibilities of the different actors in the field,
the policy alternative needs to firstly be polit-
ically feasible. Indeed, it is very important for
the diverse stakeholders to have a sense of
ownership towards the policy recommenda-
tion. Moreover, the recommendation needs
to enhance communication between them
and to ensure the sustainable coordination
of efforts between them. It is also imperative
for the focal entity that would facilitate and
coordinate efforts in the field to be mandat-
ed and to be accepted by the rest of the ac-
tors.

The policy recommendation also needs to be
effective. The main beneficiaries being target-
ed by the policy to be recommended are the

artisans, handicrafts producers and clusters.
Thus, the recommended policy needs to lead
to the goal of resolving the challenges facing
these beneficiaries. The alternative should
aim to provide them with local growth oppor-
tunities. Accordingly, it is crucial for the policy
recommendation to enhance the beneficia-
ries’ access to markets, resources, technical
skills, export opportunities, among others.

This policy paper proposes the development
of an institutional framework that establish-
es communication lines and facilitates the
coordination between the public and private
sectors both at the central as well as the de-
central levels. Indeed, the proposed policy
framework is a hybrid between the first and
second policy alternatives. The recommend-
ed institutional framework is depicted in Fig-
ure 2. At the national level, the establishment
of a national handicrafts cluster steering
committee is proposed.

In order for this committee to be accepted
and to be able to assume the role of facilitation
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between the various stakeholders, it is im-
perative for it to be headed by the Prime Min-
ister. This strategic committee would include
members from significant ministries - prima-
ry stakeholders - such as the MOLD, the MTI,
the MoSS, the MOIC and the MPED. Since this
committee is solely ministerial, it would only
convene twice every year to make strategic
decisions. The Technical Secretariat of this
steering committee should be led by the MS-
MEDA as the entity mandated with the devel-
opment of MSMEs, as stipulated by most in-
formants. The Technical Secretariat would be

Handcrafts cluster steering committee

mandated with the creation of an agenda as
well as progress reports and monitoring and
evaluation plans for the steering committee
and the operational level: the executive com-
mittee. To ensure a horizontal multi-stake-
holder dialogue between the public and pri-
vate sectors at the central and operational
level, an executive committee would be es-
tablished. This committee should also be led
by the MSMEDA, however, it would include
the numerous stakeholders working on the
development of the handicrafts clusters at
the national level.

Semi-governmental,

Executive committee led by MSMEDA

o i Head: Prime Minister private sector and
o2 Public sector Member: MOLD, MoSS, MOIC, MPED donor and international
52 Leadership at organizations
R central level Horizontal partner dialogue at centralized level .

% Prime Minist P N leadership at

Mg'ﬂEDA,"R/'ﬁ)EB h " central level
IMC, MTI, MOSS, etc... Technical Secretariat headed by MSMEDA Chamber of
Leadership at Handicrafts, Export
decentralised level chamber

Governorate
Local MSMEDA office

Local MOSS Office
IMC

12A97
pazijesuadag

Member: IMC, EC, Chamber, MOLD, MTI, MOSS

!

HCPs led by governorates
Members: MSMEDA, MOSS, IMC, Cluster

representatives, Export council representatives
and handicrafts chamber representatives.

Horizontal partner dialogue decentralised level

Federation of
Egyptian Industries

Leadership at
decentralised level

Cluster
representatives

Figure 2: A model for the Institutionalization of the Handicrafts Clusters in Egypt

While the national steering committee and its
affiliated bodies would ensure the existence
of communication lines and the coordina-
tion of plans between the stakeholders and
would hence ensure the political acceptabil-
ity of the recommendation, it is imperative
for the policy recommendation to be effec-
tive and to address the main obstacles facing
handicrafts clusters in Egypt. For this reason,
the recommended policy should improve the
artisans' access to resources, technical know-
how, market opportunities, among others. As
previously elaborated, clusters are defined
by their spatial proximity and hence, a fully
centralized and national approach would not
provide tailored solutions to the diverse and
context-specific challenges facing the clus-
ters in the different governorates in Egypt.
This is reinforced by the national strategy on
the development of handicrafts clusters (MS-

MEDA, 2018) which stipulates that a cluster
development strategy needs to combine the
“local nature of cluster development on the
one hand, with the common denominators
that are to be targeted at the national level”
(MSMEDA, 2018). Accordingly, the nation-
al-level interventions proposed here would
create the pillars that would support cluster
development at the decentral level. On the
other hand, atthe local level, clusters must be
empowered. At the local level, it is essential
to formulate and implement cluster-specific
plans. For this reason, the proposed model is
complemented by HCPs led by the governors
in each governorate. These would represent
the local dialogue platforms. The members
of these HCPs include the MOLD employees
and representatives from the local MSMEDA,
the MoSS and the IMC offices from the public
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sector as well as the representatives of the
chambers working on handicrafts as well as
the investors' associations and cluster repre-
sentatives. This way, the model ensures co-
ordination at all levels as well as the focus on
region-specific needs and issues. Addition-
ally, the model offers tailored solutions that
are made as close to the clusters as possi-
ble. The proposed framework also combines

Roadmap to Implementation

The next part of this policy paper is dedicat-
ed to the steps that need to be undertaken in
order to ensure the effective implementation
of the policy recommendation. The policy
recommended in this paper stresses on the
importance of coordination both at the cen-
tral as well as local levels between the pub-
lic and private sectors. In order to capitalize
on existing governmental efforts, this imple-
mentation, regulatory and resource alloca-
tion framework was built on two strategies
that were developed for the handicrafts sec-
tor; the first is the handicrafts sector strate-
gy developed by the MTl in 2018 (MTI, 2018).
Whilst the strategy has not been approved
yet, it builds an important starting point to
understand the direction of the efforts in
the development of the sector. The second
strategy is Egypt's National Strategy for the
development of organic clusters (2019-2030)
developed by the MSMEDA (MSMEDA, 2018).
Since both strategies have intersections and
linkages, the implementation strategy pro-
posed here builds predominantly on the in-
terviews as well as the objectives and pro-
grams defined by the strategies.

This policy paper proposes a phased ap-
proach towards the development of handi-
crafts cluster. The entry point, as mentioned
previously, is UELDP implemented in the
MOLD. This is because, the program is al-
ready working on cluster development as
part of Qena and Sohag's development. The
expertise built through the project during the
past years can facilitate the roll out of the ap-
proach in other governorates.

THE PUBLIC POLICY HUB

bottom-up coordination as well as top-down
support and facilitation. Most importantly,
the proposed institutional framework is an-
ticipated to be politically feasible and effec-
tive. This recommendation is further elab-
orated in-depth in the following section, in
which the roles and mandates of the differ-
ent stakeholders are further specified.

In this section, the policy paper provides con-
crete steps for the implementation of recom-
mended policy alternative. The roadmap to
implementation starts with an analysis of the
regulatory framework including the defini-
tion of roles, mandates and responsibilities
of each stakeholder involved in the sector.
Defining the roles and responsibilities is im-
portant to pave the way for the rest of the
implementation working areas. Additionally,
as previously elaborated, many informants
stressed on the importance of defining the
roles and mandates as a crucial step towards
institutionalization and cluster development
efforts. It is also important to elaborate on
the financial and resource allocation frame-
work since it is an imperative part of the im-
plementation of the recommended policy.
Finally, the implementation framework is di-
vided into four main work areas:

A. Establishing and developing the Ministe-
rial Handicrafts Clusters Steering Com-
mittee and the Technical Secretariat

B. Putting policies into action through initiat-
ing a Handicrafts Clusters Executive Com-
mittee at the central level

C. Supporting implementation through es-
tablishing Local Handicrafts Clusters Plat-
forms

D. Supporting the handicraft cluster devel-
opment through Upper Egypt Local De-
velopment program
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1. Regulatoryframework

It is important to describe the current regu-
latory framework governing handicrafts clus-
ters as well as the required changes to imple-
ment the recommended policy.

The newly issued MSMEs law no. 152 of 2020
shows the government's direction towards
supporting the development and formaliza-
tion of MSMEs. As previously illustrated, the
law encourages informal handicrafts to le-
galize their conditions through financial and
non-financial incentives. Both the law and
possibly its executive regulations - which are
still to be issued - can build the ground for
the implementation of the recommended
policy alternative.

Nevertheless, the recommended policy re-
quires the issuance of a Prime Ministerial
decree that foresees the establishment the
National Steering Committee at the central
level. The decree should clarify the objec-
tives of the steering committee and define its
permanent members. Additionally, the de-
cree has to highlight the MSMEDA's role as
the “Technical Secretariat” for the committee
(g9)irall dyioll diloll) Lo and its roles and

2. Division of roles and responsibilities

Based on the conducted desk research and
interviews with different stakeholders, the
authors devised a model for the handicrafts
ecosystem which identifies handicrafts clus-
ter development themes according to the
recommended policy alternative. The ob-
jective of the model is to create a clear dis-
tribution of roles based on the handicrafts
sector problems and stakeholder competen-
cies within the Egyptian economy. Figure 3
is based on an understanding of the current
mandates of mentioned entities, current ef-
forts of such entities and interviews with
relevant stakeholders. The diagram specifies
whether the entity has a primary/secondary/
tertiary role in the intended scheme.

In terms of cluster selection, it is imperative
to conduct a market analysis based on the
data collected locally as well as the research
conducted by consultants and experts in the
field. Data collection is advised to be done at
the local level under the supervision of the

within the committee.

On the technical level, another decree has to
be issued by the head of the MSMEDA, who
is also the current Minister of Trade and In-
dustry, to specify the roles, mandates and
members of the executive committee super-
vised by the MSMEDA. This is also important
in order to avoid overlapping responsibilities
and to ensure the commitment and sense of
ownership of all members.

At the local level, the MOLD should establish
LEOs within the context of local economic
development. Therefore, the Minister of Lo-
cal Development is advised to issue a decree
to direct the governorate to establish and
support the HCP. Accordingly, the Governor
is advised to form the HCP headed by the
governor deputized by the Under Secretari-
at. The composition of the platform should
include the Head of the Local Economic Of-
fice, Clusters’ Heads, representatives from
the IMC, the EHEC and the Chamber of Hand-
icrafts.

MOLD. Given that the MSMEDA possesses
greater technical know-how and expertise, it
is advised that the data analysis be predom-
inantly conducted by MSMEDA. However,
when it comes to the selection of clusters,
the MOLD should have the primary role since
it is the entity closest to the clusters, their for-
mation, and their context.

As previously discussed, one of the main ob-
stacles facing handicrafts clusters in Egypt is
the access to resources, technical expertise,
and market opportunities. With regards to
access to resources such as financial resourc-
es and raw material allocation, the MSMEDA
is mandated with supporting MSMEs finan-
cially.

Additionally, the MoSS could undertake ini-
tiatives within their efforts to empower NGOs
and handicrafts artisans.
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Nevertheless, the MSMEDA holds the prima-
ry role when it comes to financial resource
allocation. Concerning raw material alloca-
tion, the Chamber of Handicrafts is the entity
mandated with the provision of information
and the facilitation of knowledge sharing on
handicrafts allocation. This is because it is
the entity entrusted with the development of
products.

Access to technical capacities is another chal-
lenge faced by handicrafts producers. The
first challenge relates to the access to well-ed-
ucated and skilled labor.

The entity in charge of the preparation of the
workforce to the transition to employment
is the MoETE. The IMC is mandated with the
provision of technical capacity development
since it focuses on the improvement of pro-
ductivity. The chamber of handicrafts can
also provide artisans with technical trainings
since the chamber works on product quali-
ty and is aware of the required technologies.
Considering MSMEDA’s know-how on MS-
MEs, the agency should have a tertiary role in
the provision of technical capacity develop-
ment programs.

The subsequent obstacle facing the devel-
opment of handicrafts clusters is access to
market opportunities. There is a mismatch be-
tween local designs and the taste of the local
and international markets. The EHEC is the
most suitable entity to tackle this challenge
by providing technical assistance to raise the
quality of local products. This can be through
product-design trainings and workshops as
well as assisting local producers in getting
acquainted with international markets. A sec-
ondary player on this issue is the MOLD as it
will be the gateway for local producers and
therefore, there must be strong coordination
between the EHEC and the MOLD on the pro-
vision of such technical assistance. Another
challenge facing the artisans is the access
to exhibitions and marketing channels. Sup-
port in this regard should be provided by the

MSEMDA and the IMC. When it comes to the
global market, the EHEC is the most suitable
entity to connect the producers to interna-
tional exhibitions. When it comes to facilitat-
ing the access to the export market, the MS-
MEDA can coordinate with relevant entities
such as the Export Development Agency. A
secondary player here is the EHEC which can
connect local producers to the export market.
When it comes to the producers’ abidance by
the fair-trade criteria, the FTE NGO can pro-
vide capacity building to the artisans on the
fair-trade regulations. FTE should coordinate
its efforts with the MOLD and the MoSS in or-
der to be able to reach local producers and
NGOs.
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Figure 3: Division of roles and responsibilities in the Handicrafts Ecosystem in Egypt

At the same time, it is crucial to facilitate the
regulation of handicrafts businesses in order
to formalize them. The MOLD should oversee
the facilitation of the issuance of approvals/
licenses. Additionally, the MOLD would be
also responsible for providing the needed in-
frastructure and facilities to create well-con-
nected geographic clusters.

Aside from clusters, it is important to inte-
grate handicrafts producers in the system.
NGOs and cooperatives play the biggest role
in this regard. Thus, the MoSS is the focal
point as it is the entity that regulates NGOs
and cooperatives in Egypt.

3. Financial and resource allocation
framework

The institutional framework proposed in this
policy paper stresses on the importance of

multi stakeholder engagement and coordi-
nation at the central level, executive as well
as the local level. Every ministerial member
of the central committee is mandated and/
or works on MSMEs development, export ex-
pansion, cluster formation and employment
generation. Therefore, it is suggested that
each relevant ministry - with their affiliate or-
ganizations included on the executive level -
should allocate part of their budgets to the
development of the handicrafts sector. Addi-
tional financial resources could be mobilized
through donor funds and development orga-
nizations' efforts - which would be facilitated
by the MOIC.
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The MSMEDA as the Technical Secretari- According to the proposed policy alternative
at and the leader of the executive commit-  each stakeholder will offer a unique package
tee should oversee the allocation of funds of non-financial resources with the objective
according to the agreed-upon strategy and of developing handicrafts clusters and aiding
the needs of each HCP. For the HCPs to be its economic growth. The following are the
financially empowered, each will have a des- proposed aid packages to the local handi-
ignated budget that would be disbursed ac- crafts’ owners from relevant stakeholders at
cording to their planned operations and ac- thelocal level which would be combined to of-
tivities. The MSMEDA, in collaboration with  fer a comprehensive set of support or could
the MOLD and the respective governorate, be delivered independently according to the
should capacitate the employees working at  needs of local producers:

the local level to ensure that they have the

necessary technical and soft skills related to

cluster development.

+ Thiswould be through loans provided by the MSMEDA regional offices, the MOSS and relevant
private sector actors like ALEXBANK which supportlocal handicrafts businesses financially.

Support with establishment, formalization and physical infrastructure:

* This would be supported by the MOLD employees at the LEOs who play an important role
in facilitating the work of handicrafts producers at a governorate level.

Access to international markets

* This would be supported through the export-development package developed by the EHEC.

Access to technical information and craftsmanship

* Thiswould be facilitated by the a craftsmanship package of the handicrafts chamber.

Access to business-development services

* This would be advanced through business-development services given through technical
assistance programs by the IMC.
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4. Implementation framework

Itis important to mention that the implemen-
tation of this policy recommendation should
be phased out. It is suggested that the imple-
mentation starts with selected governorates
in Upper Egypt for two main reasons: first, Up-
per Egypt governorates have the largest con-
centration of handicrafts projects (Abdelaziz,
El-Enbaby, Zhang, & Breisinger, 2018). Sec-
ond, this alternative should benefit and build
on the work conducted by the UELDP, as will
be elaborated.

As previously mentioned, theimplementation
frameworkis divided into four work packages:

A. Establishing and developing the Ministeri-
al Handicrafts Clusters Steering Commit-
tee and the technical secretariat

The main aim of this working package is to
establish the steering committee as well as
develop and empower the Technical Secre-
tariat responsible for the development of
the handicrafts sector. The steering com-
mittee should contribute to the handicrafts’
strategy developed by the MTI in which one
of the main activities is to establish a gover-
nance mechanism for the implementation
of the strategy. For this purpose specifically,
the same key performance indicators will be
used.

The experience of the UELDP will also be
used to initiate the working areas with the
MSMEDA, by representing the MOLD. The
current steering structure of the UELDP
would be used as the base for the cluster's
steering committee, in order to first identify
challenges within the communication among
the stakeholders and to try to avoid them
during the establishment of the committee.

B. Putting policies into action through initiat-
ing a Handicrafts Clusters Executive Com-
mittee at the central level

THE PUBLIC POLICY HUB

This executive committee will work at a cen-
tral level on forming strategies and action
plans for the policies and directions set by
the National Steering Committee. This com-
mittee will be led by the MSMEDA and will in-
clude members from the MOLD, the IMC, the
EHEC, the MoSS and the Chamber of Hand-
icrafts. This committee is the operational
hand of the policy recommendation as it will
work as the link between the national level
policies and local implementation. It will be
mandated to direct implementation, monitor
progress and address challenges. Another
core mandate of the executive committee is
ensuring the application of the relevant roles
and mandate of every stakeholder and divid-
ing the roles in a manner that limits any over-
lapping of efforts.

C. Supporting implementation through es-
tablishing Local Handicrafts Clusters Plat-
forms

HCPs will be the imploratory hand of the pol-
icy recommendation as they will be the body
that has the resources and the geographical
vicinity. HCPs will be composed of the Local
Economic Development Unit of each gover-
norate. Additionally, the platform is led by
the governor and should include represen-
tatives from the MSMEDA, the MoSS, the
IMC, the EHEC, the Chambers of Handicrafts
Industry and Cluster representatives. In this
platform, members should ensure good
understanding of their roles and put action
plans designed under the Executive commit-
tees into reality.

The HCPs will be also mandated to collect
the needed data and provide the execu-
tive committee with any resources that
could feed into strategies and action plans.
They should work as the link between the lo-
cal level and the executive Technical Secre-
tariat at the national level. They should act as
the technical arm to implement the needed
reforms to support clusters and handicrafts
at the local level.

Establishing an Institutional Framework for the Handicrafts Clusters in Egypt 26




Roadmap to Implementation

THE PUBLIC POLICY HUB

D. Supporting the handicraft cluster devel-
opment through Upper Egypt Local De-
velopment program

The UELDP is working in two governorates
on a Cluster Competitiveness initiative. This
initiative includes the development of value
chain analysis, market analysis and explor-
ing markets. To achieve the indicators of
the program in this areg, it is suggested that
they capitalize on the ecosystem suggested
above, to utilize the available network.
Also, the UELDP works on building the capac-
ities of staff at local governorates, this will of-
fer our recommendation a good skill base to
build on the HCPs. Additionally, the suggest-
ed ecosystem can also be tested and mod-
ified to be rolled out in other clusters and
governorates.

Accordingly, customized frameworks can be
defined and institutionalized to support the
relevant stakeholders in the development
of the handicraft clusters depending on the

handicraft and/or governorate.

Finally, it is crucial to reflect on the limita-
tions and unanticipated consequences relat-
ed to the development of this policy paper.
Whilst the interviews conducted for this poli-
cy paper provided relevant information from
a variety of stakeholders, the authors were
unable to reach important informants, es-
pecially from the MSMEDA, from the private
sector as well as from the cluster representa-
tives themselves. Additionally, the number of
secondary resources available on the topic of
handicrafts development in Egypt is limited.
Most international experiences also revolve
around the Indian experience. In light of the
circumstances of Covid-19, most interviews
were conducted over the phone which is not
always as efficient and effective as face-to-
face interviews. Finally, the authors them-
selves were unable to meet face-to-face due
to the outbreak of the second wave of the
pandemic.
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